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Mission of the Service

The purpose of the Internal Revenue Service is to collect
the proper amount of tax revenue at the least cost; serve
the public by continually improving the quality of our prod-

Statement of Principles
of Internal Revenue
Tax Administration

The function of the Internal Revenue Service is to adminis-
ter the Internal Revenue Code. Tax policy for raising revenue
is determined by Congress.

With this in mind, it is the duty of the Service to carry out that
policy by correctly applying the laws enacted by Congress;
to determine the reasonable meaning of various Code provi-
sions in light of the Congressional purpose in enacting them;
and to perform this work in a fair and impartial manner, with
neither a government nor a taxpayer point of view.

At the heart of administration is interpretation of the Code. It
is the responsibility of each person in the Service, charged
with the duty of interpreting the law, to try to find the true
meaning of the statutory provision and not to adopt a
strained construction in the belief that he or she is “protect-
ing the revenue.” The revenue is properly protected only
when we ascertain and apply the true meaning of the statute.

ucts and services; and perform in a manner warranting
the highest degree of public confidence in our integrity, effi-
ciency, and fairness.

The Service also has the responsibility of applying and
administering the law in a reasonable, practical manner.
Issues should only be raised by examining officers when
they have merit, never arbitrarily or for trading purposes.
At the same time, the examining officer should never hesi-
tate to raise a meritorious issue. It is also important that
care be exercised not to raise an issue or to ask a court to
adopt a position inconsistent with an established Service
position.

Administration should be both reasonable and vigorous. It
should be conducted with as little delay as possible and
with great courtesy and considerateness. It should never
try to overreach, and should be reasonable within the
bounds of law and sound administration. It should, howev-
er, be vigorous in requiring compliance with law and it
should be relentless in its attack on unreal tax devices and
fraud.



Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents of a permanent nature are consoli-
dated semiannually into Cumulative Bulletins, which are sold
on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part 1.—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part ll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury's Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.

With the exception of the Notice of Proposed Rulemaking
and the disbarment and suspension list included in this part,
none of these announcements are consolidated in the Cumu-
lative Bulletins.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 368.—Definitions Explanation of Povisions two corporations as related if a purchase

Relating to Corporate , _ _ of P stock by another corporation would

Reorganizations The final COI regulation provides thatye reated as a distribution in redemption
acquisitions of taget (T) stock for cash by ¢ p stock under section 304(a)(2). See

26 CFR 1.368—1: Purpose and scope of exception ot corporation related to the issuing COP%1.368-1(e)(3)(i)). Commentators have

reomganization exchanges. rat?on (P). generally do not preserve Co”tiquestioned whyin Example 2X is not at
nuity of interest. See 81.368-1(e)(2)ready related to Rnder the section
T.D. 8783 Two corporations are related if they argns(a)(2) rule even before the mer be

members of the samefifidted group as c45use X owned more than 50 percent of

DEPARTMENT OF THE TREASURY defined in section 1504, or if a purchasghe pstock. Section 304(a)(2) requires

Internal Revenue Service of P stock by another corporation wouldhat the issuing corporation control the ac
26 CFR Part 1 be treated as a distribution in redemptioRuiring corporation (within the meaning
Continuity of Interest of P stock under section 304(a)(2). Segf section 304(c)). IExample 2Pis the

§1.368-1(e)(3).A corporation will be jsgying corporation and X is the acquiring
treated as related to another corporation &’brporation. X is not related to uhder
such re!ationship exists immediate.I)(-.besectiOn 304(a)(2) becausel®es not con
AGENCY: Internal Revenue Service0ré or immediately after the acquisitiontro| X; instead, X controls.PA sentence
(IRS), Treasury _ofTstock,_or if t_he relatlonshl_p is crez_alteqS added toExample 2to illustrate this
in connection with the potential re@amk point.
ACTION: Amendment to final reguta Zation. See §1.368-1(e)(3)(iilThus, a o
tions. purchase by a corporation that was ndipplicability Date
initially related to P but purchased
SUMMARY: This document amendsstock and became related tanPthe pe
final regulations providing guidance-re tential reoganization, would not preserve
garding satisfaction of the continuity ofcontinuity to the extent of the purchase.
interest requirement for corporate rgasr Section 1.368-1(e)(6Fxample 2was
nizations. The amendment to the finalintended to illustrate this principle. In th
regulations dects corporations and theirexampleA owns all of the stock df. X,
shareholders.This amendment to thea corporation which owns 60 percent o
final regulations is necessary to providéhe Pstock and none of thE stock, buys
clarification regarding an example illus A'sT stock for cash prior to the ngar of  SpecialAnalyses
trating a relationship created in connecT into P X exchanges th& stock for P _
tion with a potential regranization. stock in the meger which, when com It has been determined that tfisea
bined with X' prior ownership of Btock, sury decision is not a significant regula
DATES: Effective date:This amendment constitutes 80 percent of the stock of Bory action as defined in EO 12866.

Requirement for Corporate
Reorganizations

The amendment to these final regula
tions applies to transactions occurring
after January 28, 1998, except that it does
not apply to any transaction occurring
epursuant to a written agreement which is
(subject to customary conditions) binding

n January 28, 1998, and at all times
hereafter

is effective September 23, 1998. The example shows that X is related to Pherefore, a regulatory assessment is not
Applicability date: This amendment ap because X becomesfitiited with Pin  required. It also has been determined that
plies to transactions occurring after Jantthe meger. section 553(b) of thédministrative Pre

ary 28, 1998, except that it does not apply Section 1.338-2(c)(3) provides that, byzedureAct (5 U.S.C. chapter 5) does not
to any transaction occurring pursuant to wirtue of section 338, COl is satisfied forapply to these regulations, and because
written agreement which is (subject to-cuscertain persons if, following a qualifiedthese regulations do not impose a cellec
tomary conditions) binding on January 28stock purchase (QSP) afby the pur tion of information on small entities, the
1998, and at all times thereafter chasing corporation, the purchasing-cofRegulatory FlexibilityAct (5 U.S.C. chap
poration or a member of the purchasin§f" 6) does not applyPursuant to section

FOR FURHER INFORMATION CON-  corporations afiliated group acquired the 805(f) of the Internal Revenue Code, the
TACT: Phoebe Bennett, (202) 622-775( assets. Commentators have question8gtices of proposed rulemaking preceding

(not a toll-free number). whether §1.338-2(c)(3) applies to théhgse regulations were submitted to the
transaction described Example 2.1t is  Chief Counsel foAdvocacy of the Small
SUPPLEMENTRARY INFORMATION: not intended that these final regu|ati0n§3u5|nessAdm|n|strat|0n for comment on

provide guidance under section 3380 their impact on small business.
avoid any such implicatiorExample 2s
On January 28, 1998, the IRS pubamended so that X'acquisition oA's T
lished final regulations (REG-252231-stock is not a QSP The principal author of this amendment
96) in theFederal Register(63 FR. In addition, the amendment to the finato the final regulations is Phoebe Bennett
4174) relating to the continuity of interestregulation illustrates the proper applicaof the Ofice of theAssistant Chief Coun
(CQl) requirement. tion of the related party rule that treatsel (Corporate), IRS. Howevether per
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sonnel from the IRS anfreasury Depait Section 927.—Other Definitions proposed rulemaking cross-referencing

ment participated in its development.  gnd Special Rules TD 8764 was published in theederal
e x x % Register (63 FR. 10351 [REG-102144—
26 CFR 1.927(e)-1: Special seing rule. 98, 1998-15 I.R.B. 25]).The proposed
Adoption ofAmendments to the rule proposed changes to the grouping
Regulations T.D. 8782 and source rules for foreign sales corpora

tion transfer pricing. Comments respend
Accordingly 26 CFR part 1 is amendedDEPARTMENT OF THE TREASURY g (g this notice were received. On June

as follows: Internal Revenue Service 24, 1998, a public hearing was held 4im
PART 1—INCOME TAXES 26 CFR Part 1 ited to the proposed changes to the group
) ing rules, since no hearing was requested
Paragraph 1The authority citation for Source Rules for Foreign Sales with respect to the source rulafter con

part 1 continues to read in part as followscorporation Transfer Pricing sideration of all comments received, the
Authority: 26 U.S.C. 7805. *** _ . proposed regulations regarding the source
Par 2. In §1.368-1, paragraph (e)(6f*CENCY: Internal Revenue Servicer e are adopted as revised by thisa

Example 2 is revised to read as follows: (RS),Treasury sury decision.

§1.368—1 Purpose and scope of ACTION: Final regulations. Explanation of Povisions

exception of&omanization exchanges.
P Y 9 SUMMARY: This document contains A. Current Bmporay Regulations.

Foxokox % final regulations that provide guidance to ) . .
() *** taxpayers who have made an election to S€ction 927(e)(1) provides that “under
(6) *** be treated as a foreign sales corporatidffgulations, the income of a persor de

(FSC). The regulations clarify that thescribed in section 482 from a transaction

Example 2. Relationship eated in connection gpecial source rule under Sectio,giving rise to foreign trading gross-re
with potential eorganization. Corporation X owns 927(6)(1) applies onIy to income of-re Ceipts of a FSC which is treated as from

60 percent of the stock of &d 30 percent of the - sources outside the United States shall not
stock of T. A owns the remaining 70 percent of thelated s_,u_pplle_rs from Sa!es of e>$port pmpexceed the amount which would be
stock ofT. X buysA's T stock for cash in a transac erty giving rise to foreign trading gross

tion which is not a qualified stock purchase withinreceipts of a FSC. treated as foreign source income earned

the meaning of section 338T then meges into P by such person if the pricing rule under
In the meger, X exchanges all of it§ stock forad  HATES: Effective date. These regula section 994 which corresponds to the rule
ditional stock of PAs a result of the issuance of the,[ionS are dective March 3, 1998. used under section 925 with respect to

additional stock to X in the mger, X’'s ownership . - . ht ti lied t ht
interest in Aincreases from 60 to 80 percent of the ApPplicability date. These regulations SUCh transaction applied to such traRsac

stock of P X is not a person related taiRder para  apply to taxable years beginning after Ddion.” Transactions giving rise to foreign
graph (e)(3)(i)(B) of this section, because a purchaggeember 31, 1997. trading gross receipts include qualifying
of stock of Fby X would not be treated as a distribu sales, leases, licenses and services: Be
tion in redemption of_the stock of éhder section FOR FURTHER INFORMATION CON- causeT.D. 8126 could be interpreted to
304(a)(2). HowevelX is a person related touRder . . . -
paragraphs (e)(3)(i)(A) and (ii)(B) of this section, TACT:  Elizabeth Beck (202) 874-1490apply the special foreign source limit only
because X becomesfiiited with Pin the meger (not a toll-free number). to sales of export propert§1.927(e)—1T
The continuity of interest requirement is not satis was amended by.D. 8764 to clarify that
fied, bec_auselx acquired a proprietary interest in SUPPLEMENTRARY INFORMATION: the regulation applies to any transaction
o conderaton s hanfoc s g aiving ise o foreign trading gross-re
goun ceipts of a FSC, including but not limited

not preserved. See paragraph (e)(2) of this section. ' :
This document contains amendments { Sales, leases, licenses and services.

the IncomeTax Regulations (26 CFR partT-D- 8764 also made conforming changes,
Michael P Dolan, 1) under section 927 which was added b?/dde_d special rul_es and gave examples re
Deputy Commissioner of the Deficit Reductiorct of 1984, applie garding the special source rule.
Internal Revenue. able f-or taxablg years of foreign salesrcorB. Discussion of Comments
porations beginning after December 31,
Approved September 14, 1998. 1984. Temporary regulations (U. 8126)  No comments were received on the
Donald C. Lubick, Were published in th&ederal Register special rules added in proposed
Assistant Seetaty of (52 ER. 6468 [1987-1 C.B. 184]) on§1.927(e)—1(a)(3)(||).T'hese rules clarify
the Feasuy,. March 3, 1987.These temporary regula how the corresponding DISC transfer
tions were amended by temporary regulgricing rules are to be applied for pur
(Filed by the Ofice of the Federal Register ontions published in th&ederal Register poses of the foreign source limit and are
September 22, 1998, 8:45 a.m., and published in “§83 FR. 10305) as dreasury decision generally taxpayer favorable. No com
issue of the Federal Register for September 2 .
1998, 63 FR. 50757) T.D. 8764 [1998-15 I.R.B9]) on March ments were received on Examples (1) and
3, 1998. On the same date, a notice ¢8) set forth in proposed §1.927(e)-1(b).

* * * % *

1998-41 |.R.B. 5 October 13, 1998



These examples illustrate how the limit iPART 1—INCOME TAXES (B) The DISC combined taxable-in
applied under dferent transfer pricing o come pricing rule of section 994(a)(2) €or
methods for sales transactions. Paragraph 1The authority citation for \oqhonds to the combined taxable income
Comments received did suggest thdta't 1 is amended by removing the entryicing ryle of section 925(a)(2); and

the rule distinguish between the foreigh®" 31-927(€)-1Tand adding an entry in" () "The DISC section 482 pricing rule
source income limitation applicable to"Umerical order to read as follows: of section 994(a)(3) corresponds to the
sales and the limitation applicable to other Authority: 26 U.S.C. 7805 *** section 482 pricing rule of section
transactions giving rise to foreign trading, Section 1.927(e)-1 also issued undejpg5y(3),

gross receipts. In light of these com 6U.S.C. 927(e)(1). * ** (i) Special vles. For purposes of this

ments,Treasury and the IRS believe thagj 927(e)-1TRemoved] section— N .
additional consideration shouldbe given (A) The DISC pricing rules of section
to the appropriate scope of the special Par 2. Section 1.927(e)-1iE re- 994(a)(1) and (2) shall be determined
source rule of section 927(e)(1) and thahoved. without regard to export promotion -€x
the expanded special source rule should Par 3. Section 1.927(e)-1 is added tpenses;

be withdrawn.Accordingly, the final reg read as follows: (B) Qualified export receipts under

ulation applies the special source rul section 994(a)(1) and (2) shall be deemed
only to sales of export propertfxample to be an amount equal to the foreign {rad
(2) of the proposed regulation, which-ad (a) Souce wles for elated persons- ing gross receipts arising from the trans
dressed a licensing transaction, has begr) In general. The income of a personaction; and

%1.927(e)—1 Special sazing rule.

removed. described in section 482 from a sale of ex (C) Combined taxable income for pur
Specialnal port property giving rise to foreign trad Poses of section 994(a)(2) shall be
peciainalyses ing gross receipts of a FSC that is treatedfemed to be an amount equal to the-com

It has been determined that tHiea @S from sources outside the United Staté¥ned taxable income for purposes of-sec
sury decision is not a significant regulaShall not exceed the amount that would bgon 925(a)(2) arising from the transac
tory action as defined in E.O. 12866!reated as foreign source income earndtpn- o _
Therefore, a regulatory assessment is nBy Such person if the pricing rule under (b) Examples. The provisions of this
required. It has also been determined thggction 994 that corresponds to the rufgection may be illustrated by the follow

section 553(b) of thadministrative Pre USed under section 925 with respect t&'d examples:

cedureAct (5 U.S.C. chapter 5) does nOlS_UCh tra_nsactio_n app"e?' to such traRsac gyample 1.(j) R and F are calendar year taxpay
apply to these regulations, and because ifign. This special sourcing rule also-apers. R, a domestic manufacturing compamyns all
regulation does not impose a collection gelies if the FSC is acting as a commissiothe stock of Fwhich is a FSC acting as a commis

. . L. agent for the related supplier with respedion agent for R. For the taxable yeRrand F used
information on small entities, the ReQ'UIa g Pp b e combined taxable income pricing rule of section

tory Flexibility Act (5 U.S.C. chapter 6) to the transactpn described in the firs 25(a)(2). For the taxable yeane combined tax
does not apply Pursuant to section S_enter?ce of th|§ paragraph (a)(1) t_haarble income of R and F is $100 from the sale of ex
7805(f) of the Internal Revenue Code, th@!Ves rise to fore|gn.tr.ad|ng gross rece!pt§ort propertyas defined in section 927(a), manufac
notice of proposed rulemaking precedin nd the transfer pricing rules of segtpnur«_ad by R using production assets located in the
these regulations was submitted to th 25 are used to determlng the (?omm|55|dfﬂt't?§ S;atthes-J't_lte éostthf export property passed
Chief Counsel foAdvocacy of the Small payable to the FSC. No limitation resyltgu's'9€ o' the Lnited States.

der thi ti ith tt ¢ (i) Under section 925(a)(2), 23 percent of the
BusinessAdministration for comment on YNA€r this section with réspect 1o a (RN 5o combined taxable income of R and F ($23) is

their impact on small business. action to which the section 482 pricingaliocated to F and the remaining $77 is allocated to
rule under section 925(a)(3) applies. R. Absent the special sourcing rule, under section
Drafting Information (2) Grouping of transactions.If, for 863(b) the $77 income allocated to R would be

sourced $38.50 U.S. source and $38.50 foreign

The principal author of these reaula . . .. f(s)ource. Under the special sourcing rule, the amount
P b 9 under the administrative pricing rules o f foreign source income earned by a related sup

tions Is EI.Izabeth .BeCk of the fife of ~ sections 925(a)(1) and (2), grouping Ofjier of a FSC shall not exceed the amount that
the Associate Chief Counsel (Intema transactions under 81.925(a)—1T(c)(8Would result if the corresponding DISC pricing rule
tional)- Other personnel from the IRS an%as elected, the same grouping shall mw®plied. The DISC combined taxable income pric
Treasury Department also participated ifjsed for making the determinations undgfd rule of section 994(a)(2) corresponds to the-com

the development of these requlations. . . . . . bined taxable income pricing rule of section
p g the special sourcing rule in this section. 925(a)(2). Under section 994(a)(2), $50 of the com

. x x x % (3) (;orresponding DISC pricing pined taxable income ($108 .50) would be allo
rules—(i) In general. For purposes of cated to the DISC and the remaining $50 would be
Adoption ofAmendments to the this section— allocated to the' related supplietdnder section
. (A) The DISC gross receipts pricin9863(b)' the $50 income allocated to the DIS@&
Regulations rule of section 994(a)(1) corresponds tIated supplier would be sourced $25 U.S. source and
. . . 7N P . 9‘,25 foreign source Accordingly, under the special
Accordingly, 26 CFR Part | is amendedthe gross receipts pricing rule of sectiOlgyrcing rule, the foreign source income of R shall

as follows: 925(a)(1); not exceed $25.

purposes of determining the FS@rofits

October 13, 1998 6 1998-41 |.R.B.



Example 2.(i) Assume the same facts asBr  tion 925(a)(1). Under section 994(a)(1), $8QApprovedAugust 18, 1998.
ample lexcept that R and F used the gross receip($2,000x .04) would be allocated to the DISC and
pricing rule of section 925(a)(1). In addition, for thethe $20 remaining combined taxable income would Donald C. Lubick
taxable year foreign trading gross receipts deriveble allocated to the related suppliddnder section . '
from the sale of the export property are $2,000.  863(b), the $20 income allocated to the DIS& Assistant Seetary of

(i) Under section 925(a)(1), 1.83 percent of thdated supplier would be sourced $10 U.S. source and the Teasuy.
$2,000 foreign trading gross receipts ($36.60)4s a$10 foreign source Accordingly under the special
able ncome ($100 - $36.60 s alocated 0 ot exceed S10. oo oo o1 S Soptember 17, 1998, 45 am. and pubishe in he

) o . ' issue of the Federal Register for September 21,
sent the special sourcing rule, under section 863(b)
) . . 1998, 63 R. 50143)

the $63.40 income allocated to R would be sourced (c) Effective date.The rules of this

$31.70 U.S. source and $31.70 foreign sourc&ection are applicable to taxable years be

Upder the special sourcing rule, the amount of fo;g;nning after December 31, 1997.
eign source income earned by a related supplier o

FSC shall not exceed the amount that would result if .
the corresponding DISC pricing rule applie@he Michael _P [_)Olan’

DISC gross receipts pricing rule of section 994(a)(1) Deputy Commissioner of
corresponds to the gross receipts pricing rule of sec Internal Revenue.

Filed by the Cfice of the Federal Register on

1998-41 |.R.B. 7 October 13, 1998



Part IV. Items of General Interest

Notice of Rulemaking and ustreas.gov/prod/tax_regs/comments.htméstablished by the RRB quarterbnd is

Notice of Public Hearing The public hearing will be held in Roomcalculated to generate $iofent tax rev
2615, Internal Revenue Buildingl1l enue to fund the RRB’current supple

Exception From Supplemental ConstitutionAvenue NW Washington, mental annuity obligations.

Annuity Tax on Railroad DC. Under section 3221(d), the tax imposed

Employers by section 3221(c) does not apply to an
FOR FUR—HER_”\'FORMN'O'_\' CON employer with respect to employees who

REG-209769-95 TACT: Concerning the regulations, Lindag e covered by a supplemental pension

. S. F Marshall, (202) 622-6030; concern pjan established pursuant to an agreement
AGENCY: Internal Revenue Servicejng submissions and the hearing, Michaghached through collective lomining be

IRS), T
(IRS), Treasury Slaughtey (202) 622-7190 (not toll-free yyeen the employer and employees.

ACTION: Notice of proposed rulemak "M°e") However if an employee for whom the
ing and notice of public hearing. SUPPLEMENTRRY INFORMATION: emp_oner is relieved of any tax under thg
section 3221(d) exception becomes -enti
SUMMARY: This document contains Backgound tled to a supplemental annuity from the
proposed regulations that provide guid RRB, the employer is subject to an excise

ance to employers covered by the Rail This document contains proposeday equal to the amount of the supplemen
road RetiremenTax Act. The Railroad amendments to the Employmélax Reg  tal annuity paid to the employee (plus a
RetirementTax Act imposes a supple ulations (26 CFR Part 31) under sectiopercentage determined by the RRB to be
mental tax on those employers, at a rafe?21(d). These proposed regulations prosyficient to cover administrative costs at
determined by the Railroad RetiremenYide guidance regarding the sectioRipytaple to those supplemental annuity
Board, to fund the Railroad Retiremen8221(d) exception from the tax imposeghayments).

Board's supplemental annuity benefitUnder section 3221(c) with respect to-em  gection 3221(d) was enacted by Public
These proposed regulations provide rulgdoyees covered by a supplemental peq 5y, 91215, 84 Stat. 70, which amended
for applying the exception from the supSion plan of the employer established-puine Rajlroad Retiremerct of 1937 and
plemental tax with respect to employee§Ua@nt to an agreement reached througfle Raijlroad Retirementax Act. The
covered by a supplemental pension plafPllective bagaining. _ legislative history to Public Law 91-215
established pursuant to a collective-bar Under the Railroad RetiremeACt of jgicates that the exception under section
gaining agreement and for applying a rel974, as amended (RRA), an employee 6b51 ) from the tax imposed under sec
lated excise tax with respect to employee’ railroad employer generally is entitleq;, 3221(c) was “directed primarily at
for whom the exception appliesThis 0 réceive a supplemental annuity paid bi,o it ation existing on certain short-line
document also provides notice of a publiéh® Railroad Retirement Board (RRB) &} ii.0ads which are owned by the steel

hearing on these proposed regulations. '€tirément.An employee is entitled to1e o hies The employees of these lines

ceive a supplemental annuity only if theare, for the most part, covered by other

DATES: Comments must be received bgmployee has performed at least 25 yea

December 22, 1998. Requests to spe&k service with the railroad industrin- %E’fj‘;;‘le{;“ﬂoﬁ’l‘;ﬁ;‘;”bﬂ;‘iﬂ?ngsgag?(!:hed
and outlines of topics to be discussed &luding service with the railroad industryfnems between the steel companies and
the public hearing scheduled for Januarhefore October 1, 1981The monthly . = . representing the majority of
20, 1999, must be received by Decemb@mount of the supplemental annuit%heiremployees [T]hese railroads will
30, 1998. ranges from $23 to $43, based on the em longer be re.q.u.ir.ed to pay a tax to fi

ployees number of years of service. Seée nce th lemental annuity fund. but
ADDRESSES: Send submissions to45 U.S.C. 231b(e). Under section 2(h)(2) 2 'c¢ (€ suppiemental annuity fund, bu
ill be required to reimburse the Railroad

CC:DOM:CORP:R (REG-209769-95),0f the RRA, an employeg’supplemental Reti t Board f | al
room 5228, Internal Revenue Serviceannuity is reduced by the amount of pay etirement board for any suppiementa
POB 7604, Ben Franklin Statioyash ments received by the employee from ar;gn_numes tha_t their e”mployees may be
ington, DC 20044. Submissions may belan determined by the RRB to be a-su aid upon retirement.” S. Rep. 91-650,
hand delivered between the hours of Blemental pension plan of the emplqyerngt Cong., 2d Sess. 6 (February 3, 1970).
a.m. and 5 p.m. to CC:DOM:CORP:Rto the extent those payments are derivegiummay of Regulations
(REG-209769-95), Couriex Desk, In  from employer contributions.

ternal Revenue Servicellll Constitution ~ Section 3221(c) imposes a tax on each These proposed regulations provide
Avenue, NWWashington, DC.Alterna  railroad employer to fund the supplemenrules for determining whether a plan is a
tively, taxpayers may submit commentsal annuity benefits payable by the Railsupplemental pension plan established
electronically via the Internet by selectingoad Retirement BoardThe tax imposed pursuant to an agreement reached through
the “Tax Regs” option on the IRS Homeunder section 3221(c) is based on worleollective bagaining. Under these pro
Page, or by submitting comments directihhours for which compensation is paidposed regulations, a plan is a supplemen
to the IRS Internet site at http://wwive. The rate of tax under section 3221(c) ital pension plan only if the plan is a pen
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sion plan within the meaning of §1.401-ment is not required. It also has been dé&doption ofAmendments to the
1(b)(2)(1). Under this definition, a plan istermined that section 553(b) of thel- Regulations

a pension plan only if the plan is estabministrative Proceduréct (5 U.S.C. ) )
lished and maintained primarily to providechapter 5) does not apply to these regula Accordingly 26 CFR part 31 is pro
systematically for the payment of defitions and, because these regulations d9Sed to be amended as follows:

nitely determinable benefits to employeesot impose a collection of information ONpART 31—EMPLOYMENTTAXES

over a period of years, usually for life,small entities, the Regulatory Flexibility ANp COLLECTION OF INCOMEAT
after retirementThus, for example, a planAct (5 U.S.C. chapter 6) does not applysoyrcg

generally is not a supplemental pensioRursuant to section 7805(f) of the Internal

plan if distributions from the plan that areRevenue Code, this notice of proposed Paragraph 1The authority citation for
attributable to employer contributionsrulemaking will be submitted to the Chiefpart 31 continues to read in part as fol
may be made prior to a participantleath, Counsel forAdvocacy of the Small Busi lows:

disability, or termination of employment. nessAdministration for comment on its  Authority: 26 U.S.C. 7805 * * *

See RevRul. 74-254 (1974-1 C.B. 90);impact on small business. Par 2. Section 31.3221-4 is added
Rev Rul. 56-693 (1956-2 C.B. 282). ) ) under the undesignated center heading
These proposed regulations alse récomments and Public Hearing “Tax on Employers” to read as follows:

quire that the RRB determine that a plan pefore these proposed regulations args1 32214 Exceptiondim
is a private pension under its regulatlongdopted as final regulations, considerasypplemental tax.

in order for the plan to be a supplementajon will be given to any comments that
pension plan under section 3221(d) angre submitted timely (in the manner-de (a) General ule. Section 3221(d) pro

these proposed regulation$his require  gcriped under thDDRESSES caption) Vvides an exception from the excise tax im
ment is included because the sectio the |RS. All comments will be avail Posed by section 3221(c). Under this ex
3221(d) exception to the section 3221(3p|e for public inspection and copying. ception, the excise tax imposed by section
tax is based on the assumption that any A pyplic hearing has been scheduled221(c) does not apply to an employer
participant for whom the exception ap for January 20, 1999, at 10 a.m. in Roori¥ith respect to employees who are cov
plies will receive a reduced supplementayg15, |nternal Revenue Buildinglll ered by a supplemental pension plan, as
annuity because of the supplemental-pegonstitutionAvenue NW Washington, defined in paragraph (b) of this section,
sion plan on account of which the sectiopc. Because of access restrictions, -visthat is established pursuant to an agree
3221(c) tax is eliminated. tors will not be admitted beyond the InterMent reached through collective gain-

The IRS requests comments regardinga| Revenue Building lobby more than 18nd between the employer and employees,
other appropriate requirements for a-SUninutes before the hearing starts. within the meaning of paragraph (c) of
plemental pension plan within the mean The rules of 26 CFR 601.601(a)(3)"is section. _
ing of section 3221(d). apply to the hearing. (b) Definition of supplemental pension

These proposed regulations also-pro  persons that wish to present oral eonP!an—(1) In general. A plan is a supple
vide rules for determining whether a plainents at the hearing must submit confnental pension plan covered by the-sec
is established by collective tgaining ments and an outline of topics to be-digion 3221(d) exception described in para
agreement with respect to an employegyssed and the time to be devoted to ea8f2Ph (8) of this section only if it meets
These rules generally follow the rules apiopic (in the manner described under thi'€ requirements of paragraphs (b)(2)
plicable to qualified plans for this purposeADDRESSES caption of this preamblefrough (4) of this section.

Section 3221(d) imposes an excise tayy December 30, 1998. (2) Pension benefit requiremens
equal to the amount of the supplemental A period of 10 minutes will be allotted P!2N 1S @ supplemental pension plan
annuity paid to any employee with respeat each person for making comments.  Within the meaning of this paragraph (b)
to whom the employer has been excepted An agenda showing the scheduling of MY if the plan is a pension plan within
from the section 3221(c) tax under thehe speakers will be prepared after th&'€ Meaning of §1.401-1(b)(1)(i) of this
section 3221(d) exceptionThese pro deadline for receiving outlines has-hapter Thus, a plan is a supplemental
posed regulations include rules applyingassed. Copies of the agenda will bRENSION plan only if the plan provides for

this excise tax under section 3221(d).  available free of chge at the hearing. Leengfziitin:gnérr?;)lgizzzecl))(/:re;e:;urzir?:c?lg .

Proposed Effective Date Drafting Information years, usually for life, after retiremenA

. - plan need not be funded through a quali
These proposed regulations are-pro The principal author of these regulafied trust that meets the requirements of

posed to be &ctive October 1, 1998. tions is Llnda_S. RMarshall, Ofice of the section 401(a) or an annuity contract that
A;somate Chief Counsgl (Employee BeNmeets the requirements of section 403(a)
efits and Exempt @anizations). How in order to meet the requirements of this
It has been determined that this noticEV€% other personnel from the IRS andy, aqraph (b)(2) A plan that is a profit-
of proposed rulemaking is not a signifi € Treasury Department participated irsh5ring plan within the meaning of
cant regulatory action as defined in EGDeIr development. §1.401-1(b)(1)(ii) of this chapter or a
12866. Therefore, a regulatory assess *oxook okox stock bonus plan within the meaning of

SpecialAnalyses
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§1.401-1(b)(2)(iii) of this chapter is not a(Filed by the Ofice of the Federal Register on ConstitutionAvenue NW Washington,

: el eptember 22, 1998, 8:45 a.m., and published in t
supplemental pension plan within th(:T‘Sssue of the Federal Register for September 237 ="

meaning of this paragraph (b). 1998, 63 FR. 50819)

(3) Railroad Retiement Boad determ FOR FURHER INFORMATION CON-
nation with espect to the planA plan is TACT: Concerning the regulations, ITee
a supplemental pension plan within thé\otice of Rulemaking and A. Dean, (202) 622-7550; concerning
meaning of this paragraph (b) with-re Notice of Public Hearing submissions and the hearing, LaNita
spect to an employee only during any pe VanDyke, (202) 622-7180 (not toll-free
riod for which the Railroad RetirementGuidance Under Section 1032~ numbers).

Board has made a determination under ZRelating to the Treatment of a

CFR 216.42(d) that the plan is a privat®isposition by One Corporation SUPPLEMENRRY INFORMATION:

pension, the payments from which willof the Stock of Another Backgound

result in a reduction in the employse’ Corporation in a Taxable ) i .
supplemental annuity payable under 4%ransaction Section 1032(a) provides that no gain
U.S.C. 231a(b).A plan is not a supple or loss shall be recognized to a corpora

mental pension plan for any time periodREG-106221-98 tion on the receipt of money or other

before the Railroad Retirement Board ha: __property in exchange for stock (including
RGENCY: Internal Revenue Servicetreasury stock) of such corporation. No

magde such a determination, or after th?}RS),Treasury gain or loss shall be recognized by a-cor

determination is no longer in force. poration with respect to any lapse of ac
4) Other requirrments.[Reserved . i L . :
(4) q [ 1 ACTION: Notice of proposed rulemak quisition of an option to buy or sell its

(c) Collective bagaining ageementA  jng and notice of public hearing. stock (including treasury stock).

plan is established pursuant to a collective Before the enactment of tion 1032
bamgaining agreement with respect to aSUMMARY: This document contains. clore the enactment of section.
n 1954, Treasury regulations provided

employee only if, in accordance with theproposed regulations relating to the trea hat “where a corporation deals in its own
rules of §1.410(b)-6(d)(2) of this chapterment of a disposition by a corporation hares as it might in the shares of another
the employee is included in a unit of em(the acquiring corporation) of the stock 01[zor oration, the resulting gain or loss is to
ployees covered by an agreement that tiaaother corporation (the issuing corporg F::om uted in the sgagme manner as
Secretary of Labor finds to be a collectivéion) in a taxable transactionThe pro .\~ - tFr)1e corporation were dealing in
bagaining agreement between employe0osed regulations interpret section 103t o s%ares of anth’ér(Treas Re 9

) . Reg. 1,
representatives and one or more emplogf the Internal Revenue Coddhe pro o, 22(a)-15 (1934))
ers, provided that there is evidence th&0sed regulations fekct corporations and == = " 0t Ll L Lo ed in
retirement benefits were the subject ofheir subsidiaries. pp1ec, g

: - the recognition of gain or loss on the-dis
good faith bagaining between employee ATES: Written comments must be-re Position by a corporation of its treasury

representatives and the employer or-ent . by December 22, 1998. Requesiock, even though the corporation would
ployers. : _to speak and outlines of topics to be-dig0t have recognized gain or loss on the
(d) Substitute section 3221(d) exCisg, (oo ot the public hearing scheduled f&iSposition of newly issued shares. See,
tax. Section 3221(d) imposes an excisqy, < qay january 7, 1999 must be-re€--Firestone e & Rubber Co. \Com
tax on any employer who has been Xeived byThursday December 17, 1998. missioner2 T.C. 827 (1943).This dispar
cepted from the excise tax imposed under ' ity of treatment gave rise to tax avoidance
section 3221(c) by the application of secADDRESSES: Send submissions topossibilities. A corporation expecting a
tion 3221(d) and paragraph (a) of this-se¢c:DOM:CORP:R (REG-106221-98),gain upon disposition of treasury shares
tion with respect to an employe&he ex room 5228, Internal Revenue Servicemight avoid such gain by canceling its
cise tax is equal to the amount of the¢OB 7604, Ben Franklin Statiodyash treasury shares and issuing new stock,
supplemental annuity paid to that emington, DC 20044. Submissions may bwhereas a corporation might produce a
ployee under section 2(b) of the Railroaghand delivered between the hours of #ctitious loss by purchasing its own
RetirementAct of 1974 (88 Stat. 1305),a.m. and 5 p.m. to CC:DOM:CORP:Rshares and reselling them at a lower price.
plus a percentage thereof determined QRREG-106221-98), Courier Desk, In Congress enacted section 1032(a) in
the Railroad Retirement Board to befsuf ternal Revenue Servicellll Constitution 1954 to eliminate this potential disparity
cient to cover the administrative costs atAvenue NW Washington, DC.Alterna=  between the tax treatment of a disposition
tributable to such payments under sectiatively, taxpayers may submit commentdy a corporation of its treasury stock and

2(b) of thatAct. electronically via the Internet by selectinga disposition of newly issued stock. H.R.
(e) Effective date This section is ééc- the “Tax Regs” option on the IRS HomeNo. 1337, 83d Cong., 2d Sess. 268
tive October 1, 1998. Page, or by submitting comments directly1954).

to the IRS Internet site at http://wwivg. Rev Rul. 74-503 (1974-2 C.B171)
Michael P Dolan, ustreas.gov/prod/tax_regs/comments.htmtonsiders the tax consequences of a par
Deputy Commissioner of The public hearing will be held in rooment corporatiors transfer to its subsidiary
Internal Revenue. 2615, Internal Revenue Building11l  of its own treasury stock in a transaction
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to which section 351 appliesThe ruling the temporary regulations explains that These tax avoidance possibilities are
states that “[t]he transfer of [parent] stockhe gain relief provisions “prevent taxpay not present, howevein transactions
was not for the purpose of enabling [thers from being subject to inappropriatevhere one corporation transfers its own
subsidiary corporation] to acquire proptaxation on gains in certain transactions.stock to another corporation pursuant to a
erty by the use of such stock.” Rd&ul. (T.D. 8598, 1995-2 C.B. 188, 189.) plan by which the second corporation-im
74-503 holds that, since the basis of pre Section 83 provides rules for propertymediately transfers the stock of the first
viously unissued parent stock in the handacluding parens stock, transferred in corporation to acquire money or other
of the parent corporation is zero, the basinnection with the performance of serproperty The risk of selective loss recog
of the parent corporatiom'treasury stock vices. Section 83(h) provides, in partpition does not arise where the stock of
in the hands of the parent corporation ithat “there shall be allowed as a deductiothe parent corporation is used immedi
also zero. Accordingly, under the trans under section 162, to the person for whorately by the subsidiary corporation to- ac
ferred basis rule of section 362(a), thavere performed the services in connequire money or other property and there
subsidiary corporation’basis of the trea tion with which such property was transfore does not have sfi¢ient time to
sury stock of the parent corporation igerred, an amount equal to the amount irdepreciate in value.This concept is re
also zero (the zero basis result). cluded . . . in the gross income of thdlected in Rev Rul. 74-503, which pro
Section 1.1032-2(b), applicable to-cerperson who performed such servicesvides a factual carve-out for transfers of
tain triangular reaganizations occurring Section 1.83-6(b) provides that “[e]xcepparent corporation stock made for the-pur
on or after December 23, 1994, eliminateas provided in section 1032, at the time gfose of enabling a subsidiary corporation
gain recognition in certain cases when atie transfer of property in connection withto acquire propertyAlso, the IRS and the
acquiring corporation (S) acquires propthe performance of services the transferdireasury have not applied the zero basis
erty or stock of another corporation (T) inecognizes gain to the extent that theesult in such integrated transactions, re
exchange for stock of the corporation (Pyransferor receives an amount that exyardless of whether such a disposition of
in control of S. Section 1.1032-2(b) proceeds the transferer basis in the prop stock is part of a tax-free reganization
vides that, “For purposes of §1.1032-erty.” Section 1.83-6(d) provides thator is part of a taxable acquisition. See
1(a), in the case of a forward triangulaf[i]f a shareholder of a corporation trans §§1.1502—13(f)(6)(ii) and 1.1032-2(b).
meiger, a triangular C reganization, or a fers property to an employee of such-coiThese proposed regulations provide that
triangular B reagyanization (as describedporation . . . in consideration of service®io gain or loss is recognized in certain
in §1.358-6(b)), Rtock provided by Bo performed for the corporation, the transtaxable transactions where one corpora
S, or directly toT or T's shareholders on action shall be considered to be a centrtion immediately disposes of the stock of
behalf of S, pursuant to the plan of reorbution of such property to the capital ofanother corporation pursuant to a plan to
ganization is treated as a disposition by such corporation by the shareholdand acquire money or other properfjhe IRS
of its own stock fol’s assets or stock, asmmediately thereafter a transfer of suclandTreasury believe that, in such transac
applicable.” Section 1.1032-2(c) pro property by the corporation to the emtions, the nonapplicability of the zero
vides that S must recognize gain or losgloyee . . .." basis result avoids inappropriate gain
on its exchange of &tock if S did not re ~ Rev Rul. 80-76 (1980-1 C.B. 15) -ad recognition and is consistent with the pur
ceive the Pstock pursuant to the plan ofdresses the use of a parent corporagionjoses of section 1032. No inference is in
reoiganization. stock as compensation to an employee @énded regarding the applicability of the
Section 1.1502-13(f)(6)(ii), initially a subsidiary corporation. Under the factsero basis result to transactions outside of
published as temporary regulations- apA, @ shareholder of, Bransfers Btock di  the scope of these proposed regulations.
plicable to transactions occurring on ofectly to B, an employee of S'he ruling  |f the conditions of these proposed+eg
after July 12, 1995 (D. 8598, 19952 holds in part that, “because section 83 apilations are satisfied, no gain or loss is
C.B. 188), eliminates gain recognitionplies to the transfer of &tock to B, S does recognized on the disposition of the stock
under certain conditions on a memilger Not recognize gain or loss on the transfe§f one corporation (the issuing corpora
disposition of the stock of its commonof the Pstock.” tion) by another corporation (the acguir
parent. If the requirements of that sectio ing corporation). The proposed regua
are satisfied, §1.1502-13(f)(6)(ii) pro tions apply if, pursuant to a plan to
vides that “If a membemMM, would other Some of the concerns that ultimately le@cquire money or other properit) the
wise recognize gain on a qualified dispoto the enactment of section 1032 are- pr@cquiring corporation acquires stock of
sition of Pstock, then immediately beforesent where a subsidiary corporation holdd€ issuing corporation directly or indi
the qualified disposition, M is treated ashe stock of a parent corporation. For exectly from the issuing corporation in a
purchasing the Btock from Pfor fair ample, a parent corporation could plac#Fansaction in which, but for this section,
market value with cash contributed to Mreasury stock in a subsidiary corporatiofe basis of the stock of the issuing cerpo
by P (or, if necessarythrough any inter in order to attempt to recognize losses [tion in the hands of the acquiring corpo
mediate members).”Among other re the price of the parent corporation stockation would be determined with respect
quirements, the member must, pursuant ies down, or could sell shares directly ffo the issuing corporatiombasis in the is
a plan, transfer the stock “immediately tqhe price rises. See ReRul. 74-503 suing corporatiors stock under section
a nonmember that is not related.” Seg974-2 C.B. 17). The zero basis result362(a); (2) the acquiring corporation-im
§1.1502-13(f)(6)(ii)(B). The preamble to |imits such planning opportunities. mediately transfers the stock of the issu

Explanation of Povisions
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ing corporation to acquire money or otherecognize gain or loss on the transfer dfeve that the tax treatment of stock-op
property; and (3) no party receiving stockhe stock of the issuing corporatioithe tions of the issuing corporation in these
of the issuing corporation from the-ac proposed regulations provide that the caghiangular reaganizations also should be
quiring corporation receives a substitutegurchase model is applicable only wheaddressed under section 103&ccord
basis in the stock of the issuing corporahe acquiring corporation immediatelyingly, these proposed regulations amend
tion within the meaning of sectiontransfers the stock of the issuing corporeg1.1032—2 to provide that §1.1032-2
7701(a)(42). For purposes of this sectiortion to acquire money or other propertyshall apply to an option to buy or sell P
“property” includes services. SeeThe IRS and thdreasury believe that stock issued by i the same manner as
§1.1032-1. these proposed regulations address thieat section applies to the stock of P

. ] same issues as in ReRul. 80-76 and, )
Mechanics of Riposed Regulations when issued in final form, will render Proposed Effective Date

These proposed regulations adopt tHae\ Rul. 8076 obsolete. The regulations are proposed to be ef
cash purchase model used in 81.150254ck Options fective on the date that final regulations
13(f)(6)(ii) to provide relief from gain. are published in thEederal Register

In transactions to which the proposed Section 1032(a), in conjunction with .
regulations applyimmediately before the the rules governing the taxation of-opSpecialAnalyses
d,:SpI(() s:';llon of t'h_e 1ssuing (iprpqrattusr: I;:)()sgsr eilcfonic:ipo erz]r?;etshéocggiv\?vrrl]ters;I:_cctg/re It has been determined that this notice
2 o r? aquItr;]ng eating corna r?'a e, oration igs];sues options to buy or sell itsc,nc proposed rulemaking is not a signif
as purcnasing the 1Ssuing corporaten P ption: y cant regulatory action as defined in EO
stock from the issuing corporation for fairown stock. See Deficit Reductidwt of 2866. Th

; ) . Therefore, a regulatory assess
market value with cash contributed to thd984, H.R. Rep. No. 432, 98th Cong., Zail'nent is not required. It has also been de
acquiring corporation by the issuing eorSess. pt. 2196 (1984) (expanding sec '

poration (or if necessarythrough inter tion 1032(a) to provide that a corporatiorﬁirm;ntfstit\?:tpsriitéodnu r5@\5§t(b()50$ tgmc
mediate corporations). does not recognize gain or loss with re 2
hapter 5) does not apply to these regula

As a result of this deemed cash purchas®ect to any lapse or acquisition of an off

. . e . . : tions, and because the regulation does not
of stock, the acquiring corporation willtion to buy or sell its stock, including trea . 9

have a fair market value basis in the issury stock).As in the case of a subsidiary MPOSe @ collection of information on
ing corporatiors stock pursuant to sectioncorporation$ dealings in parent corpera Zmall entities, the Regulatory Flexibility
1012, and the issuing corporation wil in tion stock, howeversection 1032 may not ct (5 U.S.C. chapter 6) does not apply
crease its basis in the stock of the acquirirways prevent selective loss recognitiofy Ursuant to section 7805(f) of the Internal

corporation (and, if necessape stock Where a subsidiary corporation deals iikevenue Code, this notice of proposed

basis of intermediate corporations) by tha@ptions on parent corporation stock!ulemaking will be submitted to the Chief

amount. See, e.g., section 358. Again, the zero basis result serves to limfg@Unsel fordvocacy of the Small Busi
No inference is intended regardingsuch planning opportunities. nessAdministration for comment on its
whether circular cash flows would be re  The Treasury and the IRS have deteriMPact on small business.
spected apart from this regulation. Simimined that the concerns underlying $€G, 1 ents and Public Hearing
larly, no inference is intended with-re tion 1032 are not present where the issu
spect to other methods of avoiding gaifld corporation transfers options on its Before these proposed regulations are
on the acquiring corporaticguse of the OWn stock to the acquiring corporationadopted as final regulations, considera
issuing corporatios’ stock. pursuant to a plan by which the acquiringion will be given to any written com
A cross-reference in §1.83-6(d) to th€orporation immediately transfers thosenents (preferably a signed original and
proposed regulations clarifies that the-mePPtions to acquire money or other propeight copies) that are timely submitted to
chanics of the proposed regulations—€My. Accordingly these proposed regula the IRS. All comments will be available
rather than the mechanics of §1.83%ions apply to an option issued by an issyor public inspection and copying.
6(d)—apply to a corporate shareholder "9 cqrporatlon to buy or sell its own A public hearing has been scheduled
transfer of its own stock to any person i$toCK in the same manner as they apply tgr Thursday January 7, 1999 beginning

consideration of services performed foptoCk Of an issuing corporation. at 10 a.m., in room 2615, Internal Rev
another corporation wher_e the Cond'_t'o_nimendment t0 §1.1032—2 enue Bwldmg, 111 ConstitutionAvenue,
of these proposed regulations are satisfied. NW, Washington, DC. Because of access

The cash purchase model of these pro The preamble to the final regulationgestrictions, visitors will not be admitted
posed regulations preserves the acquiringnder §1.1032—2 states that the tax tredveyond the Internal Revenue Building
corporation$ deduction under section 162nent of a disposition by the acquiringobby more than 15 minutes before the
for the use of the issuing corporatien’ corporation (S) of stock options of thehearing starts.
stock to compensate the acquiring cerp@orporation (P) in control of S was-be The rules of 26 CFR 601.601(a)(3)
ration's employees. In addition, as inyond the scope of the project. (Preamblapply to the hearing.

Rev. Rul. 80-76, the cash purchase modéb Final Regulations under sections 358, Persons who wish to present oral com
of these proposed regulations provide$032 and 1502 [D. 8648, 1996-1 C.B. ments at the hearing must request to
that the acquiring corporation will not37, 39].) The IRS and thd@reasury be speak, and submit an outline of topics to
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be discussed and the time to be devoted to(e) Stock optionsThe rules of this sec poration receives a substituted basis in the
each topic byThursday December 17, tion shall apply to an option to buy or selktock of the issuing corporation within the

1998. P stock issued by B the same manner asmeaning of section 7701(a)(42).
A period of ten minutes will be allocatedthe rules of this section apply ts®ck. (d) Stock optionsThe rules of this sec
to each person for making comments. (f) Effective dates.This section ap tion shall apply to an option issued by a

An agenda showing the scheduling oplies to triangular reganizations occur corporation to buy or sell its own stock in
the speakers will be prepared after theng on or after December 23, 1994. Pardhe same manner as the rules of this sec
deadline for receiving outlines hasgraph (e) applies to transfers of stockion apply to the stock of an issuing €or
passed. Copies of the agenda will beptions occurring on or after the dateoration.
available free of chage at the hearing.  these regulations are published as final (e) Examples.The following examples

_ _ regulations in th&ederal Register illustrate the application of this section:
Drafting Information Par 4. Section 1.1032-3 is added to

Example 1.(i) X, a corporation, owns all of the
aead as follows: ple 1.4) P

stock ofY corporation.Y reaches an agreement with
A, an individual, to acquire a truck fromin ex
change for 10 shares #fstock with a fair market

The principal author of these propose

regulations is Led\. Dean of the ice g1 1032_3 Disposition of stock or stock
of the Assistant Chief Counsel (Corpo

options In cetain transactions not value of $100.To efectuateY's agreement with,
rate), IRS. Howeverother personnel qualifying under any other X transfers toY theX stock in a transaction in which,
from the IRS andlreasury Department nonrecognition povision. but for this section, the basis of tiestock in the
participated in their development. hands ofY would be determined with respectXts

(a) Scope. This section provides rules basis in theX stock under section 362(ay.immedi

for certain transactions in which one Corately transfers th¥ stock toA to acquire the truck.
. ti th .. ti (i) In this Example 1no gain or loss is receg
ProposedAmendments to the Regulationgoration (the acquiring corporation)-ac nized on the disposition of théstock byY. Imme

. . quires money or other property (as- degiately beforeY's disposition of theX stock, Y is
Accordingly, 26 CFR part 1 is pro  fined in §1.1032-1) in exchange, in wholereated as purchasing thestock fromx for $100 of

* * * * *

posed to be amended as follows: or in part, for stock of another corporatiorfash contributed t by X.
the issuina corporation). Example 2.(i)) Assume the same facts Esam
PART 1—INCOME TAXES ( g corp ) ple 1, except that, rather thaeistock,X transfers an

. o (b) Ge_neral ,Ule' In ,a transac_tion to option with a fair market value of $100 to by
Paragraph 1The authority citation for which this section applies, no gain or 10Sgock.
part 1 continues to read in part as followds recognized on the disposition of the is (i) In this Example 2no gain or loss is receg
Authority: 26 U.S.C. 7805 * * * suing corporatiors stock by the acquiring nized on the disposition of thestock option byy.

Par 2. Section 1.83-6 is amended bgorporation. The transaction is treated agmmediately beforér's disposition of the stock
option, Y is treated as purchasing tKestock option

adding two sentences to the end of pard, immediately before the acquiring eor g /e $100 of cash contributed %by X.

graph (d)(1) to read as follows: pOfatiOH disposes of the .St'OCk of the iS.:SU Example 3.(i) X, a corporation, owns all of the
) ing corporation, the acquiring corporatioroutstanding stock of corporation.A, an individual,

§1.83-6 Deduction by employer purchased the issuing corporatistock is an employee of. Pursuant to an agreement be
f x s % o from the issuing corporation for fair mar tweenX andY to compensaté for services pro

ket value with cash contributed to th vided toY, X transfers tcA 10 shares oX stock with
ea fair market value of $100. Under §1.83-6(d), but

* % % 1 . . . .

(d)(@) For special rules that may acquiring corporatlon by the ISSUING €0Tfor this section, the transfer of stock byX to A
apply to a corporate shareholdetransfer poration (o if necessarythrough inter would be treated as a contribution of ¥istock by
of its own stock to any person in considermediate corporations). X to the capital ofY, and immediately thereaftea
ation of services performed for another (c) Applicability. The rules of this sec transfer of theX stock byY to A. But for this sec

; . : tion, the basis of th¥ stock in the hands &f would
corporation, see 81.1032-3he preced tjon apply only if, pursuant to a plan tobe determined with respect ¥s basis in theX

ing sentence applies to transfers of stockcquire money or other property— stock under section 362(a).

occurring on or after the date these regu (1) The acquiring corporation acquires (i) In this Example 3no gain or loss is receg
lations are published as final regulationstock of the issuing corporation directlynized on the deemed disposition of ¥istock byY.

in theFederal Register or indirectly from the issuing Cc)rpor‘.ﬂtionImmediately beforers deemed disposition of the

. t fi . hich but for thi stock, Y is treated as purchasing tHestock fromX
In a transacton In which, but for this Secfor $100 of cash contributed by X.

tion, the basis of the stock of the issuing example 4.(i) X, a corporation, issues 10 shares
Par 3. Section 1.1032-2 is amendedorporation in the hands of the acquiringf X stock subject to a substantial risk of forfeiture

* * *x * %

by: corporation would be determined with reto compensat¥'s employee, for services.A does

1. Revising paragraph (e); spect to the issuing corporatisrbasis in n(')tthr:z\s/gei?tglfhcgi?ogzdirr;?r:fg f‘:(:r)s_’g*rﬁfr
. . . L, wi . i versi y

2. Addm.g.paragraph (f) the issuing corporatios’stock under SecC ;.. o< thek stock in the event that forfeits the
The addition and revision read as-foltion 362(a); N o _ right to the stockAt the time the stock vests, the 10
lows: (2) The acquiring corporation immedi shares oiX stock have a fair market value of $100.

ately transfers the stock of the issuing-cotnder §1.83-6(d), but for this section, the transfer
poration to acquire money or other pi'OpOf theX stock byX to Awoul_d b_e treated, at the time
. the stock vests, as a contribution of ¥stock byX
erty; and . . to the capital o, and immediately thereaftex dis
(3) No party receiving stock of the-is position of thex stock byYto A. The basis of th&
x ok x x % suing corporation from the acquiring €or stock in the hands &f, but for this section, would be

§1.1032-2 Disposition by a corporation
of stock of a contiling corporation in
certain triangular reorganizations.
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determined with respect &§'s basis in th&X stock BACKGROUND filed by April 15, 1998. Of this total,

under section 362(a). , , - 13,311 taxpayers were reported as being
(i) In this Example 4no gain or loss is receg The Health Insurance Portab|||ty andpreviously uninsured. It has been esti

nized on the deemed disposition Xtock B Y AccountabilityAct of 1996 added section mated that an additional 5,781 tax returns

when the stock vests. Immediately befofs T S
deemed disposition of thé stock, Y is treated as 220 to the Code to permit eligible individ reporting MSAcontributions for the 1997

purchasingX's stock fromx for $100 of cash con UaIS 10 establish MSAs under a pilot prog, , o year have been or will be filed
t”bg(z‘:ntslzbsyzi()' Assume fhe same facts adin ]per(;tjee(:fteﬁg\;ea‘]g:;ﬁ:(%li,cj 1“23;’2;2;;”;} after April 15, 1998, including 2,197 tax
ample 4 except that (rather tharX) retains arever  2000. but may have an earlier “cuf’of payers_who _Were preVIOUS|y ur_“nsurEd'
sionary interest in th¥ stock in the event thét for- ear 'if the number of individuals WhOACCOVd'ngW it has been determined that
feits the right to the stock. Several years after %ave established MSAs exceeds Certathere were 41,668 (35,887 plus 5,781)
YSA returns for 1997. Of this total,

transfer of theX shares, the stock vests. al limitati s - 220(i
i i i numerical limitations. See sections |
(ii) This section does not apply ¥%s deemed ( 5,508 (13’31 plus 2’197) were for tax
payers reported as being previously gnin

disposition of theX shares. For the tax conse and (j).
quences tor on the deemed disposition of te If ri “cut- r tion :

a year is a ‘cut-df year, sec sured. As a result, 26,160 (41,668 minus
15,508) MSAreturns count toward the

stock, see §1.83-6(b). 220(i)(1) generally provides that no indi
; ; ; iac Vidual will be eligible for a deduction or . o
to (Baﬁfsf?ecrtévifd;toeihésr zfocéf g;?g::so?xclusion for MSAcontributions for any &‘?X?gﬁjfﬂ ;t;tlété’(;yoggmtaﬂon for 1997
the issuing corporation occurring on of@xable year beginning after the "cutfof ™o - 7 ol Taaes a0
after the date these regulations are-pulf€@r unless the individual (A) was an aC eforeAuaust 1. 1998 by MSArustees
lished as final regulations in tifeederal V€ MSA participant for any taxable year_ - custgdians, it has E)/een determined
Register ending on or before the close of the “cutt-h ' i
off” year, or (B) first became an active at 13'034 ta.xpayers who did not' have
Michael P Dolan, MSA participant for a taxable year endind"/SA contributions for 1997 established
Deputy Commissioner of after the “cut-off year by reason of cov VISAS for 1998 during the portion of

Internal Revenue. erage under a high deductible health plah®98 Preceding July 1. Of this total,
of an MSA-participating employer 2,180 taxpayers were reported by trustees

(Filed by the Ofice of the Federal Register on ; ; ; and custodians as previously uninsured,
September 22, 1998, 8:45 a.m., and published in the Section 220())(2)(A) provides that the " Y

issue of the Federal Register for September 2lumerical limitation for 1998 is exceededind therefore are not taken into account in
1998, 63 FR. 50816) if the number of MSAreturns filed on or determining whether 1998 is a “cutfof
beforeApril 15, 1998 for taxable yearsYear In addition, 166 taxpayers were re
ending with or within the 1997 calendarorted by trustees and custodians as ex
MEdicaI SaVingS Accounts year p|us the Secreta@/’estimate of the cludable from the count because their
number of MSAreturns for those taxable SPouse also established an MSA, and 37
Announcement 98-88 years which will be filed afteApril 15, taxpayers had more than one account.
PURPOSE 1998, exceeds 600,000. Section 220(jAccordingly, the applicable number of
(2)(B) provides, as an alternative test, thd(ISAs established from January 1, 1998
Sections 220(i) and (j) of the Internalthe numerical limitation for 1998 is alsothrough June 30, 1998, is 10,651 (13,034
Revenue Code provide that if the numbegxceeded if the sum of 90 percent of th&inus (2,180 plus 166 plus 37))he at
of medical savings account (MSA)-re sum determined under section 220(j)ternative limitation for 1998 (90 percent
turns filed for 1997 exceeds 600,000¢2)(A) for 1998 plus the product of 2.5 andf the applicable number of MSiturns
then October 1, 1998, is a “cutfbflate the number of MSAs for taxable years befor 1997 plus the product of 2.5 and the
for the MSApilot project. If a statutorily ginning in 1998 that are established duringumber of applicable MSAs established
specified projection of the number ofthe portion of 1998 preceding July ifrom January 1, 1998 through June 30,
MSA returns that will be filed for 1998 (based on reports by MS#ustees and 1998) is 50,172 (90 percent of 26,160
exceeds 750,000, then October 1, 1998ustodians), exceeds 750,000. plus 2.5 times 10,651), which is less than
will also be a “cut-df date for the MSA  Under section 220(j)(3), in determiningthe statutory limit of 750,000Thus, 1998
pilot project. The Internal Revenue Ser whether any calendar year is a “cuf*of is not a cut-df year for the MSApilot
vice (I.R.S.) has determined that the apyear the MSAof any previously unin project by reason of either the 1997 MSA
plicable number of MSAeturns filed for sured individual is not taken into accountteturns test of section 220(j)(2)(A) or the
1997 is 26,160, and that the applicablin addition, section 220(j)(4)(D) specifiesalternative test of section 220(j)(2)(B) of
number of MSAreturns projected to bethat, to the extent practical, all MSAs-esthe Code.
filed for 1998 is 50,172 (after reduction intablished by an individual are aggregated Questions regarding this announcement
each case for statutorily specified excluand two married individuals opening sepmay be directed to Felix Zech in the-Of
sions, such as the exclusion for previouslgrate MSAs are to be treated as havingfice of Associate Chief Counsel (Em
uninsured taxpayers). Consequen@g single MSAfor purposes of determining ployee Benefits and Exempt ganiza
tober 1, 1998 is not a “cutfdfdate and the number of MSAs. tions) at (202) 622-4606 (not a toll free
1998 is not a “cut-df year for the MSA A total of 35,887 tax returns reportingnumber).
pilot project. MSAs for the 1997 taxable year were
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Correction of July 1998
Instructions for Form 706

Announcement 98-92

The July 1998 revision of the Instruc
tions for Form 706 contain an erroOn
page 6, in column 1, in the first paragraph
underInter est computation,the figure
$320,618 is incorrectThe correct figure
is $410,000.

1998-41 |.R.B.

15

October 13, 1998



Announcement of the Disbarment and Suspension of Attorneys, Certified
Public Accountants, Enrolled Agents, and Enrolled Actuaries From
Practice Before the Internal Revenue Service

Under 330,Title 31 of the United ing, accepting assistance from, being- enannouncement will appear in the weekly
States Code, the Secretary of firea ployed by or sharing fees with, any practi Bulletin at the earliest practicable date
sury, after due notice and opportunity fortioner disbarred or suspended from pra@fter such action and will continue to-ap
hearing, is authorized to suspend or- digice before the Internal Revenue Service. pear in the weekly Bulletins for five suc
bar from practice before the Internal Rev To enable attorneys, certified public accessive weeks or for as many weeks as is
enue Service any person who has-vi@ountants, enrolled agents, and enrollggracticable for each attornegertified
lated the rules and regulations governingctuaries to identify such disbarred or-supublic accountant, enrolled agent, or en
the recognition of attorneys, certifiedpended practitioners, the Directorolled actuary so suspended or disbarred
public accountants, enrolled agents, oof Practice will announce in the Internaland will be consolidated and published in
enrolled actuaries to practice before thRevenue Bulletin the names and-adthe Cumulative Bulletin.

Internal Revenue Service. dresses of practitioners who have been After due notice and opportunity for

Attorneys, certified public accountantssuspended from such practice, their desifpearing before an administrative law
enrolled agents, and enrolled actuaries amation as attorneycertified public ae judge, the following individuals have
prohibited in any Internal Revenue Serviceountant, enrolled agent, or enrolled actibeen disbarred from further practice- be
matter from directly or indirectly empley ary, and date or period of suspensidhis fore the Internal Revenue Service:

Name Address Designation Effective Date
Galt, Edward G. Monterey CA CRA October 25, 1997
Lopez,Andrew L. Albuquerque, NM CRA December 1, 1997
Branch, Jimmie L. Jacksonville, FL CRA January 15, 1998
Harrison, RebeccaA. Carmichael, CA EnrolledAgent March 4, 1998
Mayer, Robert J. Wexford, A CRA June 4, 1998

October 13, 1998 16 1998-41 |.R.B.



Announcement of the Expedited Suspension of Attorneys, Certified Public
Accountants, Enrolled Agents, and Enrolled Actuaries From Practice
Before the Internal Revenue Service

Under title 31 of the Code of Federabprohibited in any Internal Revenue Serviceolled agent, or enrolled actuagnd date
Regulations, section 10.76, the Directomatter from directly or indirectly empley or period of suspensioffhis announce
of Practice is authorized to immediatelying, accepting assistance from, being- enment will appear in the weekly Bulletin at
suspend from practice before the Internagdloyed by or sharing fees with, any practi the earliest practicable date after such ac
Revenue Service any practitioner whotioner disbarred or suspended from practidgon and will continue to appear in the
within five years from the date the expebefore the Internal Revenue Service. weekly Bulletins for five successive weeks
dited proceeding is instituted, (1) has had To enable attorneys, certified public- acor for as many weeks as is practicable for
a license to practice as an attornesrtt  countants, enrolled agents, and enrolled aeach attorneycertified public accountant,
fied public accountant, or actuary sustuaries to identify practitioners under expeenrolled agent, or enrolled actuary so-sus
pended or revoked for cause; or (2) hadited suspension from practice before thpended and will be consolidated and pub
been convicted of any crime under title 26nternal Revenue Service, the Director olished in the Cumulative Bulletin.
of the United States Code, @f a felony Practice will announce in the Internal Rev The following individuals have been
under title 18 of the United States Codenue Bulletin the names and addresses ihiced under suspension from practice be
involving dishonesty or breach of trust. practitioners who have been suspendddre the Internal Revenue Service by virtue

Attorneys, certified public accountantsfrom such practice, their designation as abf the expedited proceeding provisions of
enrolled agents, and enrolled actuaries aterney certified public accountant, en the applicable regulations:

Name Address Designation Date of Suspension

Clark, Sheila Houston,TX CRA Indefinite fromApril 21, 1998
Kimes, LarryW. Austin, TX Attorney Indefinite from May 5, 1998
Braiteman, Sheldon Baltimore, MD Attorney Indefinite from June 5, 1998
Pollack, Michael Guttenbeg, NJ Attorney Indefinite from June 1, 1998
Eichenbaum, Irving HuntingdonValley, PA CRA Indefinite fromAugust 4, 1998
Corley, Francis R. Irmo, SC CRA Indefinite fromAugust 4, 1998
Scott, Richard Lincoln, NE Attorney Indefinite fromAugust 4, 1998
Wilson, Douglas D. RoanokeVA Attorney Indefinite fromAugust 4, 1998
Watkins, Brian R. Lincoln, NE Attorney Indefinite

Congdon Jr Byron E. San Bernadino, CA Attorney Indefinite fromAugust 4, 1998
Abrams, Robert Elmsford, NY CRA Indefinite fromAugust 4, 1998
Robinson, Doane Rapid City SD CRA Indefinite fromAugust 4, 1998
Szarwark, Ernest Nashville,TN Attorney Indefinite fromAugust 4, 1998
Roberts, Mark Norman, OK CRA Indefinite fromAugust 4, 1998
Wood, Randall K. Springfield, MO Attorney Indefinite fromAugust 5, 1998
Chappell, Ronald L. Antelope, CA CRA Indefinite fromAugust 12, 1998
1998-41 |.R.B. 17 October 13, 1998



Announcement of the Consent Voluntary Suspension of Attorneys,
Certified Public Accountants, Enrolled Agents, and Enrolled Actuaries
From Practice Before the Internal Revenue Service

Under 31 Code of Federal Regulationsyice matter from directly or indirectly em countant, enrolled agent, or enrolled actu
Part 10, an attorneyertified public ac ploying, accepting assistance from, beingry, and date or period of suspensidhis
countant, enrolled agent, or enrolled acemployed by or sharing fees with any announcement will appear in the weekly
tuary, in order to avoid the institution or practitioner disbarred or suspended frorBulletin at the earliest practicable date
conclusion of a proceeding for his disbarpractice before the Internal Revenue-Seafter such action and will continue to-ap
ment or suspension from practice beforeice. pear in the weekly Bulletins for five suc
the Internal Revenue Service, mayeof  To enable attorneys, certified public accessive weeks or for as many weeks as is
his consent to suspension from such pracountants, enrolled agents, and enrollegracticable for each attornegertified
tice. The Director of Practice, in his dis actuaries to identify practitioners undepublic accountant, enrolled agent, or en
cretion, may suspend an attornegrtr consent suspension from practice before timelled actuary so suspended and will be
fied public accountant, enrolled agent, omternal Revenue Service, the Directoconsolidated and published in the Cumu
enrolled actuary in accordance with thef Practice will announce in the Internalative Bulletin.
consent dered. Revenue Bulletin the names and-ad The following individuals have been

Attorneys, certified public accountantsdresses of practitioners who have beeplaced under consent suspension from
enrolled agents, and enrolled actuaries aseispended from such practice, their desigractice before the Internal Revenue-Ser
prohibited in any Internal Revenue Sernation as attorneycertified public ac vice:

Name Address Designation Date of Suspension

Makula, John G. Park Ridge, IL CRA April 1, 1998 to March 31, 2003
Slomski, Michael Gross Point&Voods, Ml CRA April 1, 1998 to March 31, 2001
Bozeman JrT. Alvin Sylvester GA CRA May 22, 1998 to November 21, 1999
Parness, Richarl. Westfield, NJ CRA June 1, 1998 to December 31, 1998
Register Billy Havana, FL CRA Indefinite from July 10, 1998

Cooper Michael E. Edina, MN CRA August 19, 1998 to February 18, 1999
Minello, Michael J. Clarks Summit, R CRA August 28, 1998 tépril 27, 2001
Holden,William W. Fairfield, CT CRA September 1, 1998 to March 31, 1999
Freeman, Samuel Bedford, NH ChA September 1, 1998 fugust 31, 1999
Anders, Kevin Williamport, MD CRA September 1, 1998 &ugust 31, 2001
Breed, Robert M. Concord, MA CRA September 1, 1998 to February 28, 2001
Sandirk, Paula Brooks Chehalis WA CRA November 1, 1998 tApril 30, 2000
Neuhaus Jr Geoge Brewster NY CRA November 1, 1998 tApril 30, 2000
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Definition of Terms

Revenueulings and evenue prcedues plies to bothA and B, the prior ruling is new ruling does more than restate the
(hereinafter efered to as “ulings”) that modified because it corrects a publishedubstance of a prior ruling, a combination
have an effect on pvious ulings use the position. (Compare wittamplifiedand of terms is used. For exampimodified
following defined terms to describe theclarified, above). and supersedediescribes a situation
effect: Obsoleteddescribes a previously pub where the substance of a previously pub
Amplified describes a situation wherelished ruling that is not considered detedished ruling is being changed in part and
no change is being made in a prior pulminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly usedis desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth thereifhus, rulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulationA.ruling the previously published ruling is first
applied toA, and the new ruling holds may also be obsoleted because the sulmodified and then, as modified, is super
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published ful countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulingsfter the
has caused, or may cause, some confu Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in ghe new ruling does nothing more tharseveral times, a new ruling may be pub
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undexl prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulationsThe term is also usedwill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singleaction such as the issuance of new or
being changedThus, if a prior ruling ruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied # but not that were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it-apriod of time in separate rulings. If theService study

. . E.O—Executive Order PHC—Personal Holding Compan
Abbreviations 9 wompany

ER—Employer PO—Possession of the U.S.

The following ableviations in curent use and fer  ERISA—Employee Retirement Income Secusist. PR—Partner
merly used will appear in material published in the

Bulletin. EX—Executor PRS—Partnership.

o F—Fiduciary PTE—ProhibitedTransaction Exemption.
A—individual FC—Foreign Country Pub. L—Public Law
Acq.—quwescence. FICA—Federal Insurance Contributiéytt. REIT—Real Estate Investmeiitust.
B—Inleldu.a.I. FISG—Foreign International Sales Company Rev Proc—Revenue Procedure.
BE—Beneficiary FPH—Foreign Personal Holding Company Rev Rul—Revenue Ruling.
BK—Bank. F.R—Federal Register S—Subsidiary
B.TA—Board ofTaxAppeals.

C—individual. FUTA—Federal Unemploymeriiax Act. S.PR—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Lage.

CFR—Code of Federal Regulations. G.C.M—Chief Counses Memorandum. T—Target Corporation.

CI—City. GE—Grantee. T.C—Tax Court.
COOR—Cooperative. GP—General Partner T.D.—Treasury Decision.
Ct.D—Court Decision. GR—Grantor TFE—Transferee.

CY—County IC—Insurance Company TFR—Transferor

D—Decedent. |.R.B—Internal Revenue Bulletin. T.I.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer

DE—Donee. LP—Limited Partner TR—Trust.

Del. Oder—Delegation Order LR—Lessor TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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Revenue Pocedures:

83-58
Obsoleted by
98-37, 1998-32 |.R.B&

97-60

Superseded by

98-50, 1998-38 |.R.BB
97-61

Superseded by

98-51, 1998-38 I.R.R20
98-14

Modified by

98-53, 1998-40 .R.R

Revenue Rulings:

57-271
Obsoleted by
98-37, 1998-32 |.R.B5

Obsoleted by
98-37, 1998-32 |.R.Bb

85-143
Obsoleted by
98-37, 1998-32 |.R.B5

88-8
Obsoleted by
98-37, 1998-32 |.R.B5

88-76
Obsoleted by
98-37, 1998-32 |.R.B5

88-79
Obsoleted by
98-37, 1998-32 |.R.B

93-4

Obsoleted by

98-37, 1998-32 .R.Bb
93-5

Obsoleted by

67-301 98-37, 1998-32 |.R.B5
Modified by 93-6

98-41, 1998-35 |.R.B Obsoleted by

70-225

Obsoleted by
98-44, 1998-37 |.R.Bt

71-277
Obsoleted by
98-37, 1998-32 |.R.B5

71-434
Obsoleted by
98-37, 1998-32 |.R.B5

71-574
Obsoleted by
98-37, 1998-32 |.R.B5

72-75
Obsoleted by
98-37, 1998-32 |.R.B5

72-120
Obsoleted by
98-37, 1998-32 |.R.B5

72-121
Obsoleted by
98-37, 1998-32 |.R.B5

72-122
Obsoleted by
98-37, 1998-32 |.R.B5

74-77
Obsoleted by
98-37, 1998-32 |.R.B5

75-19
Obsoleted by
98-37, 1998-32 |.R.B5

1 A cumulative finding list for previously published

98-37, 1998-32 |.R.Bd

93-30
Obsoleted by
98-37, 1998-32 |.R.Bb

93-38
Obsoleted by
98-37, 1998-32 |.R.Bb

93-49
Obsoleted by
98-37, 1998-32 |.R.Bb

93-50
Obsoleted by
98-37, 1998-32 |.R.B5

93-53
Obsoleted by
98-37, 1998-32 |.R.B

93-81
Obsoleted by
98-37, 1998-32 |.R.BB

93-91
Obsoleted by
98-37, 1998-32 |.R.Bb

93-92
Obsoleted by
98-37, 1998-32 |.R.Bb

93-93

Obsoleted by
98-37, 1998-32 |.R.Bb

items mentioned in Internal Revenue Bulletins
1998-1 through 1998-28 will be found in Internal

Revenue Bulletin 1998-29, dated July 20, 1998.

1998-41 |.R.B.
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Revenue Rulings—Continued

94-5
Obsoleted by
98-37, 1998-32 .R.B6

94-6
Obsoleted by
98-37, 1998-32 |.R.B5

94-30
Obsoleted by
98-37, 1998-32 |.R.B&

94-51
Obsoleted by
98-37, 1998-32 |.R.B&

94-79

Obsoleted by

98-37, 1998-32 |.R.B5
95-2

Obsoleted by

98-37, 1998-32 |.R.B5

95-9
Obsoleted by
98-37, 1998-32 |.R.B&

97-37
Obsoleted by
98-39, 1998-33 I.R.B!

October 13, 1998
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